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OFFICE OF MANAGEMENT AND BUDGET
The long awaited proposal to tighten up current rules on the use of federal
funds for lobbying and related activities has been issued by the OMB (see
the 11/3/83 Fed. Reg., pp. 50872-4). The proposal, which applies to federal
contractors and grantees alike, would revise OMB Circular A-122, "Cost Prin
ciples for Non-Profit Organizations." Corresponding charges would be made
to the procurement regulations of the Department of Defense, the General
Services Administration and the National Aeronautics and Space Administration.
Comments are requested by 12/19/83. For additional information contact John
Kendig at 202/697-6710.
SECURITIES AND EXCHANGE COMMISSION
SEC Chief Economist Charles C. Cox said that he would bring more economic
analysis to SEC decision making if confirmed as a commissioner. Testifying
at his 11/8/83 confirmation hearing before the Senate Banking Committee,
Mr. Cox said that reports of opposition to his nomination by other SEC
commissioners was misleading. Cox told the committee that he would make
better use of economic analysis. Noting that past commissioners had urged
greater use of analysis, Cox said, "I intend to do something about it."
He also indicated that he would make greater use of cost/benefit analysis,
noting that "use of cost/benefit analysis helps narrow the range of uncer
tainty. This helps improve decision making." Cox said he supports proposed
legislation increasing penalties for insider trading, but said that the Com
mission should provide a definition of insider trading. He also called for
legislation to clarify the Foreign Corrupt Practices Act. On Rule 415, the
"shelf" registration rule, he indicated he supports its continued use. Re
garding his past experience, Cox said that during his term as chief economist,
he has worked with senior staff of all divisions and gained an insight into
the agency’s operations. Prior to coming to the SEC, Cox was an assistant
professor at Texas A&M University and at Ohio State University.
The Commission has announced plans to implement a pilot "electronic filing,
processing and information dissemination system," which will permit cor
porations to file and investors and securities analysts to access instantly
such information on home and business computer screens. The objective is to
reduce corporate and SEC expenses and accelerate the dissemination and analysis
of such information by investors and security analysts. The system will also
accelerate the SEC's screening of filings and the rapid identification of
those which require detailed review. The pilot operation is expected to
begin next year but full scale implementation will take several years and is
intended to coordinate with the rapid growth of home computers. According
to Chairman Shad, "This system has the potential to decrease the paperwork
burden on reporting companies, increase the productivity of the Commission’s
staff, and accelerate the flow of information to the investing public." For
additional information contact Andrew Rothman at 202/272-2650.
Rule 415, the "shelf" registration, will become a permanent rule, but will be
limited to use by the most widely followed corporations, according to recent
Commission action. The revised rule is scheduled to become effective 1/1/84.
Rule 415, as originally adopted on an experimental basis in March 1982, was
available to all SEC registered firms. The revised rule would limit availa
bility to corporations which qualify to use Form S-3, a short form registra
tion statement created for large corporations. Form S-3 is available to
corporations which meet one of two tests. The corporation could have a "float"
of at least $150 million. A float is the value of outstanding securities
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of $100 million and annual trading volume of three million shares. Among
the issues discussed regarding the Rule 415 issue were concerns over the rule’s
impact on underwriter's obligation to perform "due diligences" which require
an underwriter examine a company's records and operations. The commissioners
were sharply divided over the impact of the rule in this area.
Staff Accounting Bulletin No. 54 which expresses the staff's views regarding the
application of the "push down" basis of accounting in the separate financial
statements of subsidiaries acquired in purchase transactions was recently
issued by the Commission. When a company acquires another entity, it sometimes pays a premium. For example, a company may acquire a target with a
book value of $5 million for $10 million. With "push down" accounting, the
entire cost of the acquisition must be reflected in the subsidiary's finan
cial statements and the parent company's consolidated financial statements.
In a question and answer format, the SBC staff discusses the appropriateness
of applying the "push down" basis of accounting in the separate financial
statements of subsidiaries acquired in purchase transactions. For additional
information contact Michael McLaughlin at 202/272-2130.
A plan for confidential treatment of documents filed under the 1933 Securities
Act similar in scope and procedure to that previously adopted for documents
filed under the 1934 Securities Exchange Act has been proposed by the Commis
sion (see the 11/7/83 Fed. Reg., pp. 51155-58). According to the SEC, the
proposed revision, an amendment to Rule 406, is a further step in the integra
tion of the disclosure requirements under the 1933 and 1934 acts. The proposal
would permit confidential treatment of the same type of information that
may be granted confidential treatment in an issuer's periodic reports. Cur
rently, confidential treatment under the 1933 act is limited to portions of
contracts required to be filed as exhibits to a registration statement. Under
the 1934 act, the SEC may grant confidentiality to any information required to be
filed pursuant to the act to the extent confidentiality is consistent with
the Freedom of Information Act and investor protection. Someone requesting
confidential treatment would have to show that the document qualified for one
of the nine FOIA exemptions, although that would not result in an automatic
entitlement to confidential treatment. Instead, it would be a basic condition
for SEC consideration of the confidential treatment request. The SEC noted
that under current rules, information filed with a Form S-2 or S-3 registration
statement, which allow incorporation by reference, could be eligible for con
fidential treatment. However, similar information filed with a Form S-l registra
tion statement may not qualify, since an issuer using that form must present
all of the information required by that form in the prospectus. Comments are
requested by 12/29/83. For additional information contact Alan Dye at 202/2722573.
TREASURY, DEPARTMENT OF
Rules to allow an exemption from the thirty percent withholding tax on the income
earned by non-resident aliens who provide personal services were recently
proposed by the IRS. Tax code section 1441 requires the withholding which
the IRS has noted often results in substantial overwithholding, meaning
that aliens providing such services must wait until they file their income
tax returns to get back the overwithheld funds. The proposed rules would
create two methods for applying for the exemption. Under the first method,
an alien would continue to have the entire 30 percent withheld, but could
prior to the final payment for the year, request the local IRS office cal
culate the tentative tax bill for the year. The alien would then receive
a letter from the IRS giving the employer authority to adjust the amount

-3withheld. The second method, the alien would enter into an agreement with
the IRS to withhold only that amount from each payment that would total
the amount of estimated total tax liability. Comments on the proposal and
requests for a public hearing are requested by 1/13/84. For additional in
formation contact Mary Dean at 202/566-3289.
SPECIAL:

SENATE APPROVES SINGLE AUDIT MEASURE

Legislation to simplify and standardize the auditing requirements for federal
assistance to state and local governments was unanimously approved by the
Senate on 11/9/83. The Uniform Single Audit Act of 1983, S. 1510, was in
troduced on 6/21/83 by Sen. Dave Durenberger (R-MN) . Under the bill, any
state or local government receiving at least $25,000 annually in federal
aid is to have an independent auditor conduct a single, organization-wide
audit at least every two years. The auditor is to separate out the expen
ditures of federal funds and test some or all of those programs for compliance
with the various federal "strings" that accompany them. The criteria for
determining which programs to test, and the extent of the testing, largely
would be up to the auditor’s professional judgement. However, a program must
be tested if: the government spent more than $30 million under that program;
or, the expenditure was not more than $30 million, but was $500,000 or 3 per
cent of that government’s total federal expenditures, whichever is greater.
Sen. Durenberger called that Senate action "a very positive step toward
simplifying the burdensome, complex grant auditing system." Rep. Jack Brooks
(D-TX) , Chairman of the House Government Operations Committee, has indicated
he will introduce a single audit bill.

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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